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16 July 1965 


MgM ORAKgPM 
SVBJICTj Hoag gong 


1, The crown colony of Hoag Hoag, an enclave on 
the South China coast, has been maintained for more 
than a century as an outpost of British military and 
economic power in the Far last. Since the Communist 
victory on the mainland, however, Hong Hong’s vulner- 
able military position, together with the scheduled 
reversion of leased territories to China is 1997, has 
cast a shadow over the colony’s continuing economic 
prosperity. 

I. For the time being, Peiping appears willing 
to leave the question of the colony’s reversion to 
China in abeyance. Hong Kong’s primary importance to 
the Chinese Communist regime is economic. It is Com- 
munist China’s p rincipal source of critically needed 
hard currencies.! — 
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| The Communists also use nong song as an 

outlet for propaganda activity directed to the Over- 
seas Chinese population of Southeast Asia through 
books, periodicals, and films prepared by their pub- 
lishing houses and movie companies in the colony. 

In addition, to some extent Hong Hong serves the Com- 
munists as a lever for ensuring a moderate British 
policy on China. 

3. The British, long aware that a strong China 
would challenge their hold on the colony, have in re- 
cent years followed a policy of judicious compromise 
with Peiping on issues affecting Hong Kong, At the 
same time, London has successfully resisted Peiping’s 
overtures to establish an official representative in 
Hong Kong. 
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\B»ng Song provides a 
showcase tot jjotwuiuuvB »f tli Chinese ppople 
«t4cr conditions of private enterprise. The mill Brit- 
ish milit ary force of seme »,1O0 ooa io important only 
for internal security sad could pat up oaly a token 
resistance to a determined attack from the mainland. 


§, Soag Seng kaa boon a major battleground la 
the cultural mar between the Chlaeee nationalist* on 

Tiivta and the Peiping regime , competin g for minds 

and loyal t tern of the Overseas Chinese. I 
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#. The colony ia governed by a groupbof ISrltiah 
career officials beaded by a governor, presently Sir 
9avi4 Trench, appointed by London. There lata been 
little effort <esd no wide spread demand) to provide 
aay reel measure of local government to the colony. 

The century ef officiant, authoritarian British adaln- 
ietratioo baa created stable condi t lose which have 
resulted la great coaser fetal and iadnatrial develop- 
Mat. Important mer cheats, financiers, and manufactur- 
ers, both British sad Chinese, have eoaelderahle in- 
fluence on the colony’s ndminimtrntion for, although 
meet major political decisions concerning the colony 
are mads in London ^ Bong Bong’s continued economic 
prosperity ie a hey consideration in such decision*. 

T. The vital factor in tho economy of Bong Bong 
ie foreign trade. It has almost no domestic hinter- 
land. Bo ng Bong ia engaged in a vigorous program of 
■nr hat and trade expansion with amphaale on iaereasnd 
exports of loeal manufactures to world markets. 
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• . Hong Kong ha* become increasingly 
In recent years. Restrictions to international trade 
are almost nonexistent. Most imports are duty free 
and are not subject to quantitative restrictions. 

There is adequate foreign exbhang e and credit. The 
colony has a skilled labor force, low labor costs, a 
highly effieieeh administration, an adequate supply 
of short-term risk capital, a stable convertible cur- 
rency, and a number of tax advantages. Tourism has 
experienced a phenomenal growth, trade is increasing 
rapidly, construction is bombing, and manufacturing 
is expsnding. Xn the past few years the light manu- 
facturing industry, in particular, has experienced an 
accelerated rate of growth. 

f . Obstacles to the economic development of the 
colony Include an absence of raw materials, shortage 
of land suitable for Industrial purposes, and scarcity 
of water « 


10. The population consists almost entirely of 
Chinese, there being only about 90,000 non-Chinese 
among the 3.0 million residents. The colony* s higher 
living standard as compared with that of mainland 
China ia one of the principal factors whfcfch have at- 
tracted most of the permanent population of long Kong 
from neighboring Chinese provinces as well as the 
more recent influx of refugees. The necessity to 
provide these refugees with jobs and sanitary living 
quarters is a continuing challenge to the British 
administrators in vies of the colony *s limited re- 
sources. 
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